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FOR THE YEAR 1957 member banks re-
ported $2,549 million of net current earn-
ings before income taxes, $150 million more
than in 1956.
1 The increase in net profits
after taxes was $142 million. Larger pro-
visions for State and Federal income taxes
were nearly offset by smaller net transfers to
NOTE.—This article was prepared by Theodore A.
Veenstra, Jr., of the Board's Division of Bank
Operations.
1Net current earnings are gross current operating
earnings less gross current operating expenses, before
adjustments for losses, profits on sales of securities,
recoveries, and transfers to and from valuation re-
serves, and before taxes on net income.
valuation reserves on loans and smaller net
losses and charge-offs on loans and securi-
ties. Higher net profits together with a
moderate rise in total capital accounts re-
sulted in an increase from 7.7 to 8.3 per cent
in the ratio of net profits to average total
capital accounts. Cash dividends declared
amounted to $604 million, $57 million more
than in 1956.
The ratio of average total capital accounts
to average total assets advanced from 7.6 to
7.9 per cent, and the ratio of average total
capital accounts to average total assets other
than cash and United States Government
securities rose from 14.6 to 14.7 per cent in
MEMBER BANK EARNINGS, 1946-57
[Dollar amounts in millions]
Item 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957
Earnings
On U. S. Government securities
On other securities
On loans




Interest on time deposits
Taxes other than income
Other expenses
Net current earnings before income taxes.
Profits on securities
Recoveries*
Losses and charge-offs 2
Net increase in valuation reserves....
Profits before income taxes
Taxes on net income
Net profits
Cash dividends declared4
Ratio of net profits to average total
capital accounts (per cent)















































































































































































































































9.6 7.9 7.2 7.6 8.3 7.6 7.9 7.8 9.3 7.9 7.7 8.3
6,900 6,923 6,918 6,892 6,873 6,840 6,798 6,743 6,660 6,543 6,462 6,393
1 Beginning with 1948, includes recoveries credited either to un-
divided profits or to valuation reserves; see footnote 3.
2 Beginning with 1948, includes losses charged either to undivided
profits or to valuation reserves; see footnote 3.
3 Not reported separately; transfers to these reserves were included
with losses, and transfers from these reserves were included with re-
coveries. Such amounts are estimated to have been relatively small
prior to 1947.
4 Includes interest on capital notes and debentures.
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1957. The latter ratio increased for the
first time since 1954.
A summary of factors contributing to the
increase in net profits of member banks in
1957 appears in the following table.
FACTORS IN HIGHER NET PROFITS
[In millions of dollars]
Item
Increase in net profits
Factors increasing net profits, total.
Increase in operating earnings
On loans




Decrease in net losses on securities
2
Increase in profits on sales of securities
Smaller net increase in valuation reserves on loans.
Decrease in net losses on loans
2
Decrease in miscellaneous losses
Factors decreasing net profits, total.
Increase in operating expenses
Nonoperating transactions
Smaller net decrease in valuation reserves on sec..
Decrease in miscellaneous recoveries






















1 Details may not add to totals because of rounding.
2 Includes recoveries credited and losses charged either to undivided
profits or to valuation reserves.
EARNINGS AND EARNING ASSETS
Earning assets of member banks continued
to rise, and on December 31, 1957 were
$3.6 billion more than a year earlier. An
expansion of $2.9 billion in loans and of
$1.2 billion in other securities was partly
offset by a $0.5 billion decrease in holdings
of United States Government securities. Al-
though the net increase in earning assets
was approximately the same in 1957 as in
1956, the increase in loans and the decrease
in Government securities were both sub-
stantially less than in 1956 and the increase
in holdings of other securities was in con-
trast to a $0.5 billion decrease in 1956.
The decline in member bank holdings
of Government securities was entirely in
bonds, as combined holdings of bills,
notes, and certificates increased $0.7 billion.
As in most recent years, all items of cur-
rent operating earnings increased in 1957.
Of the total increase of $693 million, $483
million was in earnings on loans. The aver-
age rate of return on loans increased from
5.02 to 5.32 per cent and average total hold-
ings expanded $4.7 billion. The average
rate of return on United States Government
securities advanced from 2.31 to 2.53 per
cent and earnings on the securities rose $67
million although average holdings declined
$1.5 billion.
2
Commercial and industrial loans in-
creased $1.6 billion during the year, con-
tinuing to account for the major portion of
growth in total loans at member banks.
Sample data on changes in commercial and
industrial loans at weekly reporting member
banks indicate that loans to public utilities
and to companies in the metals, metal prod-
ucts, petroleum, coal, chemical, and rubber
industries accounted for most of the increase
CHANGES IN MEMBER BANK LOANS AND INVESTMENTS
1957
[Dollar amounts in millions]
Item





For purchasing and carry-
ing securities
Real estate
Other loans to individuals....
All other
U. S. Government securities...





















































1 Totals are net (after deduction of valuation reserves); individual
loan items are gross and do not add to totals.
2 Includes small amount of guaranteed obligations.
2 Average holdings of earning assets during the
year may differ considerably from year-end holdings.
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in commercial and industrial loans. In-
creases were also reported in consumer loans
to individuals and in real estate loans. Ag-
ricultural loans and loans for purchasing
and carrying securities were slightly lower
than at the end of 1956.
EXPENSES
All categories of member bank expenses
continued to rise in 1957 and total current
operating expenses, at $4,222 million, were
15 per cent higher than in 1956. Interest
paid on time deposits increased 43 per cent
and accounted for more than half of the
$542 million increase in current operating
expenses. The sharp rise in interest paid on
time deposits reflected an increase of $3.4
billion in the average volume of such depos-
its and a rise in the average rate of interest
paid from 1.58 to 2.08 per cent. Early in
1957, after an upward revision in the maxi-
mum interest rates that banks are per-
mitted to pay on time deposits, many banks
raised the rates paid. Salaries and wages
accounted for $142 million of the increase
in expenses; the number and the average
compensation of officers and employees both
increased.
LOSSES, CHARGE-OFFS, RECOVERIES,
PROFITS, AND TRANSFERS TO RESERVES
3
Net losses and charge-offs on securities were
$86 million less and profits from sales of
securities $30 million more than in 1956.
Net losses and charge-offs on loans de-
creased $22 million; they amounted to $59
million or 1.4 per cent of total earnings on
loans compared to $81 million and 2.2 per
cent in 1956.
Net transfers to valuation reserves on
3 In this analysis, losses and charge-offs are those
debited to either undivided profits or valuation re-
serves, and recoveries are those credited to either
account; transfers between undivided profits and
valuation reserves are not included.
securities were $59 million, about the same
as in 1956. Losses charged directly ex-
ceeded recoveries by $69 million, however,
and these reserves were reduced $10 million
to $171 million at the year-end. This was
0.28 per cent of the book value of all securi-
ties held by member banks.
All these transactions in nonoperating
profits, recoveries, losses, charge-offs, and
valuation reserves resulted in a reduction in
net profits of $485 million, of which $246
million was on loans, $200 million on se-
curities, and $39 million on all other assets.
The comparable net reduction in 1956 was
$654 million.
INCOME TAXES
Provision for taxes on net income increased
$177 million and amounted to 43 per cent
of profits before income taxes, compared
with only 41 per cent in 1956.
DIVIDENDS AND CAPITAL
Cash dividends declared in 1957 totaled
$604 million, $57 million more than in
1956, but represented only 52 per cent of
net profits compared with 53 per cent in the
earlier year. The ratio of cash dividends to
average total capital accounts was 4.3 per
cent, slightly higher than in 1956. Retained
earnings increased $86 million to $565 mil-
lion and accounted for 63 per cent of the
increase in total capital accounts compared
with 55 per cent in 1956.
EARNINGS AND PROFITS BY CLASS OF BANK
Net profits rose at all reserve classifications
of member banks. They increased 23 per
cent at New York central reserve city banks,
one per cent at Chicago central reserve city
banks, 10 per cent at reserve city banks, and
15 per cent at country banks. The smaller
percentage increase in net profits at Chicago
central reserve city banks was due prin-
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cipally to larger net transfers to valuation
reserves in 1957.
Earnings on loans and on United States
Government securities increased at all re-
serve classifications of member banks, ex-
cept at Chicago banks where earnings on
Government securities declined $3 million.
Current operating expenses rose at all
reserve classifications, with the increases
ranging from 11 per cent at New York and
Chicago central reserve city banks to 16 per
cent at reserve city and country banks. The
percentage of net current earnings carried
to net profits, which was 46 per cent at all
member banks, varied from 38 per cent at
Chicago central reserve city banks to 48
per cent at country banks.
The increase in the ratio of net profits to
average total capital accounts from 7.7 per
cent to 8.3 per cent at all member banks
was reflected at all reserve classifications
except central reserve city banks in Chicago.
Increases in cash dividends occurred at all
classes of member banks.
Summary data by class of bank are shown
in the following table. Detailed figures on
earnings and related items appear on pages
710-18 of this BULLETIN.
MEMBER BANK EARNINGS, BY CLASS OF BANK, 1957 AND 1956
[Dollar amounts in millions]
Total
1957 1956


















Interest on time deposits.
All other





Net increase in valuation reserves.
Profits before income taxes.





Net current earnings before income taxes to
Average total capital accounts
Average total assets
Net profits to-





























































































































































































































l Includes recoveries credited either to undivided profits or to
valuation reserves.
2 Includes losses charged either to undivided profits or to valuation
reserves.
3 Includes interest on capital notes and debentures.
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